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Abstract 
Vicious competition and financial instability combined with rapid technological evolution and ceaselessly diversifying consumer 
trends are increasingly intensifying the need for contemporary organizations to continuously seek new sources of competitive 
advantage in their volatile operating environment. The fundamental source of sustainable competitiveness for the company of the 
21st century, is its ability to constantly generate, diffuse and integrate new knowledge, and thus, to transform into learning 
organization. This organizational ability appears rather important in case of Knowledge Intensive Firms (KIFs), such as 
advertising and media companies. Due to dramatic decrease in Greek firms profitability caused by the financial recession in the 
last five years, these companies are required to improve their performance through more learning- and innovation-oriented 
initiatives. 
This paper explores the pattern of learning organization as well as its association with organizational performance. A 
questionnaire survey has been carried out, based on a sample of 330 upper level staff members who are at the helm of 163 Greek 
advertising and media companies. Findings have brought to light that learning-oriented operation strengthens a company’s 
capacity for improvement through development and innovation, increases effectiveness of organizational processes, enhances 
relationships with customers, and finally, elevates financial performance. Conclusions have been drawn; recommendations and 
directions for further inquiry have been provided. 
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1. Introduction 
Due to intense global competition, exponential explosion of technology, growing market complexity and 
uncertainty, both organizational theorists and leaders increasingly consider learning as the most critical element in 
achieving sustainable competitiveness and superior organizational performance (Fang & Wang, 2006; 
Kontoghiorghes et al, 2005; Korth, 2007). An organization’s long-term success and prosperity are inseparably linked 
with its ability to continuously create and integrate new knowledge, and thus, to operate on the pattern of learning 
organization (Bapuji & Crossan, 2004; Hong et al, 2006; Lien et al, 2002). This assertion is even more crucial for 
advertising and media companies, typical examples of Knowledge Intensive Firms (KIFs), for which knowledge 
constitutes the primary production resource (Alvesson, 2000; Storey, 2005). 
Although researchers underline that the effectiveness of organizational learning processes should be assessed with 
the aid of organizational performance indicators (Hamel & Prahalad, 1994; Sinkula et al, 1997), there is a very 
limited number of empirical studies that have minutely examined the concept of learning organization in association 
with both tangible and intangible aspects of performance (Ellinger et al, 2002; Elliott & Goh, 2006; Jashapara, 
2003). Moreover, although an increasing quantity of research work is devoted to the concept of learning 
organization,-to the authors’ knowledge-the latter has not been studied in advertising and media sector yet. In 
addition, the fact that Greek media companies have been facing a dramatic decline in their profitability since the 
outset of the global financial recession in September 2008, and are threatened with extinction, renders the 
conduction of this inquiry even more challenging.  
The present study aims at exploring whether and how the pattern of learning organization is associated with all 
aspects of organizational performance in the context of Greek advertising and media industry. 
2. Theoretical Background 
2.1. Learning Organization 
The concept of organizations as learning systems has emerged in recent years, triggered intense academic 
interest and resulted in an increasing bulk of articles and textbooks (Jamali et al, 2009; Marquardt, 2002).  Learning 
organization can be defined as an organization that constantly creates, disseminates and integrates new knowledge, 
and continuously modifies its action based on new knowledge, experience and perceptions with the aim of reaching 
its strategic goals (Garvin, 1993; Lewis, 2002; Marquardt, 1996). It is an organization that has developed 
mechanisms and processes fostering both individual and collective workplace learning (Armstrong & Foley, 2003), 
and that systematically utilizes organizational knowledge in order to respond to the changes of its volatile operating 
environment (Argyris & Schön, 1978; Garvin, 2000; Redding, 1997). Watkins & Marsick (1993) indicate the 
following seven distinct and interrelated learning organization dimensions:  
 
• Continuous Learning: Organization systematically offers all its members opportunities for ongoing learning and 
professional advancement. 
• Inquiry and Dialogue: Individuals are encouraged to articulate freely their opinion, inquire into other members’ 
views, question and experiment. 
• Team Learning: Team members are expected to learn by working together towards the attainment of group 
objectives. 
• Embedded Systems: High- and low-technology systems for capturing and diffusing learning, are established, 
maintained and integrated in organizational daily work routine. 
• Empowerment: Staff members are highly motivated to contribute to the conceptualization and implementation of 
organizational vision. 
• System Connection: Organization is in a regular connection to its internal and external environment, and utilizes 
learning to respond to the requirements of this environment. 
• Strategic Leadership: Leader utilizes learning as a strategic tool to generate the desired organizational outcomes. 
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2.2. Learning Organization & Organizational Performance 
The notion of learning organization has been increasingly advocated as a prescription for achieving 
organizational profitability and acquiring sustainable competitiveness (Davis & Daley, 2008; Kim & Mauborgne, 
2005; Thomas & Allen, 2006). A company that operates on the pattern of learning organization, effectively indicates 
and deals with emerging market opportunities and threats, and successfully utilizes its resources to meet market 
trends and demands (Chauhan & Bontis, 2004; Das et al, 2000; Yeung et al, 2006). It launches innovative and rather 
competitive products and services, introduces novel working practices and patterns, promotes regular staff learning 
advancement and investment in new technology (Garrido & Camarero, 2010; Lien et al, 2006; López et al, 2005).  
Apart from strengthening organization’s capacity for improvement through learning and growth, the adoption of 
learning organization model also enhances internal process effectiveness (Kaplan & Norton, 1996). Learning 
orientation significantly increases staff members’ job satisfaction (Chang & Lee, 2007; Mirkamali et al, 2011), 
strengthens their commitment to organizational goals, principles and values (Bhatnagar 2007; D'Amato & Herzfeldt, 
2008; Dirani, 2009), and augments their productivity.  It enhances internal staff cooperation, reinforces mutual trust 
among employees and renders more harmonic and fruitful not only peer relationships but also relationships between 
subordinates and higher management (Kuo, 2011; Škerlavaj & Dimovski, 2006; Zellmer-Bruhn & Gibson, 2006). 
Moreover, increased learning ability helps an organization attract highly talented staff, contributes to employee 
retention and reduces absenteeism as well as employee turnover (Dimovski & Škerlavaj 2005, Kontoghiorghes et al, 
2005). It accelerates product time to market and increases the pace at which unexpected problems are handled and 
customer complaints are dealt with (Ellinger et al, 2002; Kumar, 2005). 
Santos-Vijande et al (2005) and Sieh (2011) underline learning organization’s increased ability to develop 
effective strategies for establishing and maintaining profitable customer relationships. Learning-oriented operation 
facilitates interaction between staff and customers, and provides the company with extended and useful information 
about customer needs, tastes and selection criteria (Atuahene-Gima, 2005; Chenhall, 2005). It increases customer 
satisfaction and loyalty and reinforces organization’s brand name and image (Bell et al, 2010; Zhao et al, 2011). 
Moreover, organizational learning ability decisively favors retention of existing customers and attraction of new 
ones (Bontis et al, 2002), while it eliminates the number of customer complaints and fosters customer positive 
response to new products/services (Dimovski & Škerlavaj, 2005; Farrell, 2000).  
Finally, according to Kaplan and Norton (1996), organization’s increased capacity for improvement through 
learning and growth, enhances internal process effectiveness, which has an important favorable impact on customer 
relationships (Banker et al, 2004; Yeniyurt, 2003). Organization’s relationships, with its customers inevitably affects 
its financial performance (Anderson et al, 1997; Devie et al, 2012; Gupta & Zeithaml, 2006; Hallowel, 1996). We 
thus, hypothesize: 
H1: Learning organization is significantly and positively related to learning and growth performance. 
H2: Learning organization is significantly and positively related to internal process performance. 
H3: Learning organization is significantly and positively related to customer relationship performance. 
H4: Customer relationship performance is significantly and positively related to financial performance.                     
3. Research Methodology 
3.1. Sample & Questionnaire design 
The present field research was carried out in 49 advertising agencies, 40 newspaper and 40 magazine titles, 40 
radio and 11 television stations situated in Greece. Structured questionnaires were distributed to 180 senior level 
employees, one from each company, and 163 valid questionnaires were returned. The response rate achieved was 
90.5%. The majority of respondents are male (63.2%) and their age range from 41 to 50 years old (47.9%). Most of 
them hold a university degree (91.5%), and their total work experience exceeds 16 years (68%). Concerning 
companies, most of them employ from 11 to 50 individuals (39.4%), while their years of operation range from 11 to 
30 (53.6%).  
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In this study, learning organization was measured with the use of the DLOQ (Dimensions of the Learning 
Organization Questionnaire), a scale constructed, validated and revised by Watkins and Marsick (1993) and Yang et 
al (2004). It contains 43 items grouped in seven subscales as follows: (a) continuous learning (LEARN), (b) inquiry 
and dialogue (DIAL), (c) team learning (TEAM), (d) embedded systems (SYST), (e) empowerment (EMPOW), (f) 
system connection (SYST) and (g) leadership (LEAD). The significant number of empirical studies conducted with 
the use of DLOQ, has examined thoroughly and established its validity and reliability as a measuring instrument for 
learning organization aspects (Weldy & Gillis, 2010), and has verified its applicability in several cultural contexts 
and business settings (Song et al, 2009; Yang et al, 2004). 
Organizational performance was measured with the aid of a 23-item scale, which is based on Balanced Scorecard 
developed by Kaplan and Norton (1992). It assesses four aspects of organizational performance: (a) financial 
performance (FINPR), (b) internal processes (INTPR), (c) customer relationships (CUSTPR) and (d) learning and 
growth (GRWPR). Balanced Scorecard is considered as the most widely accepted and reliable method for measuring 
organizational performance (Mearns & Håvold, 2003; Shneiderman, 1999), while it is increasingly used for business 
research (Ax & Bjørnenak, 2005; Lipe & Salterio, 2002).    
3.2. Constructs Validity 
Data were analyzed through path modeling using the partial least squares (PLS) approach and the SmartPLS 
software (Ringle et al, 2005). The variance-based PLS procedure is a latent variable modeling technique that 
incorporates multiple dependent constructs and it is considered to be useful in investigating descriptive and 
predictive relationships particularly with samples of less than 200 participants. A strong advantage of PLS approach 
compared to covariance-based structural equation modeling is its ability to deal with situations where knowledge 
about distribution of the latent variables is restricted, requirements about the closeness between estimates and the 
data should be met and sample size is too small (Fornell & Cha, 1994). Besides, a minimum sample size that is ten 
times the largest number of structural paths directed at a particular construct in the inner path model is 
recommended (Barclay et al, 1995). The dependent variable with the largest number of predictor variables is 
customer focused performance. This number is nine. Thus, sample size should be at least 90. Based on this 
recommendation the sample meets the sample size requirements of PLS. 
Table 1. Results of reliability, convergent and discriminant validity analysis of all scales. 
 AVE 1 2 3 4 5 6 7 8 9 10 11 
1. CUSTPR 0.624 0.790           
2. DIAL 0.577 0.376 0.760          
3. EMPOW 0.565 0.504 0.590 0.752         
4. ENV 0.684 0.486 0.518 0.668 0.827        
5. FINPR 0.648 0.324 0.171 0.237 0.222 0.805       
6. INTPR 0.608 0.547 0.537 0.569 0.573 0.291 0.780      
7. INNOPR 0.728 0.396 0.217 0.360 0.332 0.275 0.357 0.853     
8. LEAD 0.559 0.511 0.443 0.704 0.662 0.244 0.482 0.432 0.748    
9. SYST 0.605 0.289 0.334 0.499 0.469 0.231 0.407 0.496 0.559 0.778   
10. TEAM 0.590 0.376 0.588 0.757 0.626 0.315 0.576 0.344 0.650 0.529 0.768  
11. LEARN 0.643 0.282 0.403 0.481 0.433 0.295 0.375 0.581 0.586 0.574 0.570 0.802 
CUST: Customer focused performance, DIAL: Dialogue, EMPOW: Empowerment, ENV: Environment, FIN: Financial performance, INTPR: 
Internal processes performance, INNOPR: Innovative performance, LEAD: Leadership, SYST: Systems, TEAM: Teamwork, LEARN: Learning 
Bold diagonal elements are the square roots of the AVEs, off-diagonal elements are correlation coefficients among variables. 
 
Preceding PLS, the Bartlett sphericity testing on the degree of correlation between the variables (p<0.001) and 
the appropriateness of the sample according to Kaiser-Meyer-Olkin (KMO over 0.70) verified the appropriateness of 
the sample. Henseler and his colleagues (2009) suggested that a PLS model should be developed in two stages: the 
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measurement model and the structural model. The measurement model examines the relations between manifest 
variables (MV) and latent variables (LV). The measurement model is focused on the evaluation of the validity and 
reliability of the constructs in the model. Composite reliability (CR) and Cronbach’s alpha were calculated to assess 
the reliability of scales. All constructs exhibited CR and Cronbach’s alpha greater than the minimum acceptable 
level of 0.70 (Fornell & Larcker, 1981; Nunnally & Bernstein, 1994), as illustrated in table 2. The seven 
dimensional latent structure of Learning Organization as well as the four dimensional structure of Organizational 
Performance constructs were confirmed.  
Fornell’s and Larcker’s (1981) average variance extracted (AVE) criterion is adopted for the estimation of scales’ 
convergent validity. AVE value of a latent variable should be higher than 0.50, in order to explain more than half of 
the variance of its indicators on average (Henseler et al, 2009). As shown in table 1, all scales met this criterion. In 
addition, convergent validity of a scale may be assessed by examining the factor loadings of the items on the 
model’s constructs. High items’ loadings on their underlying construct and lower loadings on unrelated constructs 
designates convergent validity. Barclay et al (1995) proposed that items’ loadings of 0.70 or higher provide 
evidence for convergent validity. In our study, factor loadings of all items on their respective associated constructs 
are greater than 0.75 (p<0.01), while their loadings on unrelated constructs are less than 0.4. 
Table 2. Results of internal reliability, convergent and discriminant validity analysis of all scales. 
 
CR 
Cronbach’s 
Alpha Communality Redundancy R2 
CV-
Communality 
CV-
Redundancy 
CUSTPR 0.832 0.748 0.624 0.028 0.441 0.624 0.028 
DIAL 0.803 0.734 0.577   0.577  
EMPOW 0.839 0.744 0.565   0.565  
ENV 0.812 0.739 0.684   0.684  
FINPR 0.902 0.865 0.648 0.064 0.105 0.648 0.064 
INTPR 0.823 0.758 0.608 0.119 0.466 0.608 0.119 
INNOPR 0.843 0.727 0.728 0.025 0.390 0.728 0.025 
LEAD 0.835 0.737 0.559   0.559  
SYST 0.821 0.741 0.605   0.605  
TEAM 0.811 0.753 0.590   0.590  
LEARN 0.844 0.723 0.643   0.643  
 
Discriminant validity of the measurement model was examined through Fornell’s and Larcker’s (1981) AVE test 
and correlations criterion. This test designates that the square root of the respective AVE of each construct should 
exceed the correlations between the factors making each pair. In that case, each dimension shares more variance 
with its own block of indicators than with another dimension representing a different block of indicators. As shown 
in table 1, all constructs in our research model demonstrated adequate discriminant validity, since the diagonal 
elements, which are the square roots of the AVEs, are greater than the off-diagonal elements (correlations) in the 
corresponding rows and columns.  
The bootstrapping procedure was conducted to evaluate the structural model and particularly, the statistical 
significance of all parameter estimates (Chin, 1998). The PLS structural model is mainly evaluated by R2 of 
endogenous LV (Chin, 1998), effect size (f2) (Cohen, 1988), Goodness of Fit index (GoF) (Tenenhaus et al, 2005), 
and by using the Stone-Geiser Q2 test for predictive relevance (Geiser, 1975; Stone, 1974). Chin (1998) 
characterized R2 values of 0.67, 0.33, and 0.19 for endogenous LV as substantial, moderate and weak respectively. 
Results confirmed moderate R2 values in our study for all organizational aspects, but the financial dimension as 
shown in Table 2. The Goodness-of-fit (GoF) index was employed to evaluate the overall fit of the model. In our 
case, GoF is 0.47, meaning that the proposed model is able to take into account 47% of the achievable fit, which it is 
considered more than adequate given the complexity of the model. The Q2 statistics evaluate the predictive 
relevance of the model, whereas a score higher than 0 means that the model has predictive relevance (Fornell & 
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Cha, 1994). In the present study, two kinds of Q2 statistics are estimated, those are: (a) cross-validated communality 
(H2j) and (b) cross-validated redundancy (F2j). As shown in table 2, all values indicate adequate predictive relevance 
of the relevant LV.  
3.3. PLS analysis 
The path relationships (standardized regression coefficients) of the model were estimated performing SmartPLS. 
The bootstrap procedure was used to obtain t-statistics in order to evaluate the significance of the parameters. The 
results of the parameter estimation are shown in Fig. 1. No serious problems of multicollinearity exist between the 
independent variables as Variance Inflation Factors (VIF) are far below the 3 points limit suggested in Social 
Sciences literature.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
(dotted lines indicate non significant paths, all estimates presented are significant at p<0.05) 
Fig. 1. Structural model of Learning Organization & Organizational Performance. 
4. Results & Discussion 
The present study provides additional support for prior research works reporting a strong positive correlation 
between learning organization and organizational performance (García-Morales et al, 2008; Zhao et al, 2011; 
Weldy, 2009).  
First of all, this research is in line with a considerable number of previous inquiries that have discovered a 
significant positive relationship between learning-oriented operation and organization’s capability for improvement 
through learning and growth (Garrido & Camarero, 2010; Kontoghiorghes et al, 2005; Yeung et al, 2007; Lin et al, 
2008). Among the seven components of learning organization, continuous learning and embedded systems emerged 
as the most significant dimensions directly associated with learning and growth performance. Thus, H1 was partially 
supported. Learning and growth performance is related to organization’s capacity to acquire the learning resources 
required for the achievement of organizational goals. Such resources can be mainly obtained with the aid of 
continuous learning. This finding is in accordance with Crossan and Guatto (1996), Mezias and Glynn (1993) and 
LEARN
INNOPR
0.390
CUSTPR
0.441
n.s.
DIAL
EMPOW
ENV
0.324
0.230
0.230
0.241
0.335
INTPR
0.466
FINPR
0.105
LEAD
TEAM
SYST
0.163
0.244
0.279
0.200
0.458
0.112
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Stata (1989), and confirms that the provision of continuous learning opportunities to all staff members, constitutes 
an indispensable prerequisite for change, improvement and innovation initiation. The integration of learning and 
training into the workplace, improves the quantity and quality of individual knowledge and ideas, facilitates 
employee professional advancement, and significantly contributes to organization’s long-term growth through the 
enhancement of existing products/services and the initiation of new ones. The role of embedded systems is also 
crucial for organization’s learning excellence. Since organization constitutes a living entity, embedded systems form 
the neural system, which transfers acquired knowledge and information to all staff members, and therefore, enables 
its utilization in organizational processes.  
Concerning hypothesis H2, this study is consistent with prior inquiries emphasizing that learning-oriented 
operation exerts positive influence on organizational internal processes (Camps & Luna-Arocas, 2012; Ellinger et al, 
2002; Kuo, 2011). System connection, dialogue and inquiry, and team learning are the three learning organization 
components most significantly and directly associated with internal process performance. Thus, H2 was partially 
supported. Organization’s regular and harmonic connection with both its internal and external operating 
environment, enhances internal process effectiveness. When a company defends employee professional and 
individual well-being, and makes staff feel and behave as parts of a system, their job satisfaction and productivity 
increase, while their cooperation and consequently, organizational operation is considerably enhanced. Team work, 
creative collaboration and fruitful interaction, are rather crucial for advertising and media companies, since their 
output requires effective cooperation and coordination among many different individuals of various job positions 
and specialties (Clayton, 2003; Picard, 2005). The effectiveness of such collaboration is reflected in the quality of 
advertising and media output. Therefore, team work and learning constitutes a facilitator of fruitful organizational 
internal operation. Moreover, advertising and media companies are considered Knowledge Intensive Firms and are 
expected to base their operation on continuous creation and application of new knowledge and innovative ideas 
(Alvesson, 2000; Storey, 2005). Hence, unhindered dialogue and opinion exchange, questioning and 
experimentation, which are fundamental learning sources, favor internal process performance in such companies.  
Moving on to customer relationship performance, it was found to be strongly associated with learning 
organization. Therefore, H3 was also partially confirmed. This result is in congruence with a significant number of 
researchers who describe learning as a vital tool that helps an organization to respond in the best possible way to its 
customers’ needs, desires and expectations (Atuahene-Gima, 2005; Chenhall, 2005; Hanvanich et al, 2006). In 
addition, this finding supports prior studies that underline the critical significance of learning organization strategies 
for profitable customer relationship development and management (Santos-Vijande et al, 2005; Sieh, 2011). Among 
the seven components of learning organization, system connection and strategic leadership appear significantly and 
directly associated with customer relationship performance. This finding is in total agreement with those researchers 
stating that organization’s close connection with its external environment (boundary spanning), whose fundamental 
part are customers, renders decision-making process more effective, fosters interaction between organization’s staff 
and customers and offers useful information about customer-defined quality and selection criteria (Bell et al, 2010; 
Bontis et al, 2002; López et al, 2005). Organization’s ability to respond to the demands of its operating environment, 
is strengthened by learning leader tactics. Learning leader tends to systematically share with his/her subordinates 
information about competitors and dominant market trends, and to provide employees with advice and guidance 
aiming at satisfying customer needs as fully as possible. In addition, due to intense sector competition and financial 
recession, contemporary advertising and media organizations are required to establish a highly customer-oriented 
organizational culture. Leader’s contribution to the development and maintenance of a strong organizational culture 
has been described as rather decisive by a number of theorists (Schein, 1985; Shiva & Santanu, 2008; Tsai, 2011).  
Finally, the findings of the present research are consistent with Balanced Scorecard approach conceived by 
Kaplan and Norton (1992). Learning and growth performance exerts a significant positive impact on organizational 
internal processes, while internal process performance was found to be strongly associated with customer 
relationships. These results are also in line with studies carried out by Huang et al (2007), Khan et al (2010), Wu and 
Hung (2008), as well as with an inquiry conducted by Wu and Tsou (2011) with the aim of exploring the cause-and-
effect relationships among performance measurement indicators. Moreover, this study has revealed a significant 
positive correlation between learning and growth performance and customer relationship performance. This finding 
is in accordance with Huang (2008) and Khan et al (2010) reporting that organization’s capacity for improvement 
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through learning and growth, favors customer relationships. The present research work has also discovered a direct 
significant relationship between customer relationship performance and financial performance; building and 
maintaining effective relationships with customers, helps an organization enhance its financial outcomes. Therefore, 
H4 was confirmed. This is in total agreement with Devie et al (2012), Huang et al (2007), Kaplan and Norton 
(1992), Wu and Hung (2008), Wu and Tsou (2011).  
Finally, it should be mentioned that empowerment is the only component of learning organization that was found 
to be in no significant direct association with any of the three organizational performance dimensions. This could 
probably be attributed to the fact that empowerment is closely tied with leadership and team cohesion contributing 
to job performance at the individual level of analysis, while this study is focused on predictors of firm performance 
at the organizational level of analysis. 
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